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Municipal Manager's responsibility statement 

I am responsible for the preparation of these annual financial statements, which are set out on pages 8 to 20, in terms of Section 126(1) 
of the Municipal Finance Management Act and which I have signed on behalf of the Municipality. 

I certify that the salaries, allowances and benefits of Councillors as disclosed in note 21 of these annual financial statements are within 
the upper limits of the framework envisaged in Section 219 of the Constitution, read with the Remuneration of Public Officer Bearers Act 
and the Minister of Provincial and Local Government's determination in accordance with this Act. 


(Name) Date 

Municipal Manager 
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CHIEF FINANCIAL OFFICER’S REPORT 

INTRODUCTION 


The office of the CFO is responsible for compiling and preparing the financial statements that fairly present the state of affairs of the 
Municipality. In this regard the Municipality aspires to be a leading Municipality and thereby ensuring that it continues with sustainable 
service delivery while remaining financially viable. The 2005/06 financial year results are in part the outcome of its early pursuit of the 
reforms. 

CURRENT YEAR 

The office of the CFO strives towards a long-term customer relationship by providing high-level service within the Municipality and its 
customers. In doing so, it is required of its staff members to act professionally, honesty and with integrity when discharging their duties 
as well as serving customers. 

• The management team maintains an active role in projects and administration, enabling swift decisions and a higher commitment 
to delivery. 

• The office conducts itself in compliance with the Municipal Finance Management Act and other relevant pieces of legislations. 
Although not in full, the Municipality started implementing the Generally Acceptable Municipal Accounting Practices (GAMAP) and 
it anticipates that it would be in fully compliance with the GAMAP in two year time. 

A YEAR AHEAD 

In the coming financial year, it is anticipated that revenue would increase by about 10%. This would be achieved through: 

■ Application of stringent credit controls policies; 

■ Exploration of potential income generation opportunities; 

■ Capacitating the CFO's office with skilled personnel; 

■ Introduction of a new accounting system; and 

■ Streamlining the operations of the Municipality to improve efficiency. 

VENUS ACCOUNTING SYSTEM 

Currently the Municipality is using Sebata accounting package to manage its finances. The system has proved to be problematic for the 
Municipality. A research was conducted to find an alternative system and ultimately Venus Accounting System emerged as the best 
alternative system. The office of the CFO anticipates that the system would be implemented in the 2007/2008 financial year. 

INTERNAL CONTROLS 

It is management responsibility to maintain proper system of internal controls to ensure that the assets of the Municipality are 
safeguarded. 

ETHICAL ISSUES 

The Municipality has a code of conduct for its councillors and employees. The code ensures that councillors and officials maintain the 
highest ethical standards and practices when serving the community. 

FINANCIAL PERFORMANCE 
Income statement 

Compared to last yea, income increased by 13% from R327million to R370 million. The budgeted income for the year was R371 million. 
Expenses decreased by 3% from R396 million to R385 while the budgeted expense was R371. 

The deficit for the year before appropriation amounted to R16 million. The CEO’s office views this deficit in a serious light. 
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CHIEF FINANCIAL OFFICER’S REPORT (Continued) 

Capital and Funding Costs 

Due to liquidity problems for the year under review, Council was and still is unable to repay interest-bearing loans obligated to PIC. 
Fixed assets were financed through grants, limited internal advances and operating income. External funding in the form of grants 
received alleviated the dilemma that was faced by the Council. Actual expenditure on fixed assets was R19 million more than budgeted 

due to the fact that Council was able to spent rolled over grants. 

Debtors and Investments 

Debtors as at 30 June 2006 amounted to R446 million (R316 million in the previous year) of which R289 million was exposed to Public 
Investment Commissioner in the form of zero-coupon bonds. 

Total investment on 30 June 2006 amounted to R70 million (R93 million in the previous year). The average rate of return on investment 
(ROI) received during the year under review was 6.1%. Investment totalling R35 million is pledged as security for loans totalling R346 
million. 

Credit Control 

The Municipality has an approved credit policy, which since its approval, had not been able to match the skills required to ensure that 
credit extension is brought under manageable control. With the recent appointment of staff members, the Municipality anticipates 
rigorously applying the policy. 

OPERATING RESULTS 

The table below depicts operating results for the year ended 30 June 2006. 


INCOME 

ACTUAL 2006 

(R) 

BUDGET 2006 

(R) 

VARIANCE ACTUAU 

BUDGET 

% 

Surplus/(Deficit) 

(16,154,447) 

69 001 

(23311.90) 

Operating income for the year 

369 659 762 

371 228 361 

(0.42) 

Operating expenditure for the year 

385 814 209 

371 159 360 

(18.49) 


We further present tables showing performance of various divisions with the municipality by class of business as shown in tables below. 

Rates and General Services 



ACTUAL 

2006 

(R) 

BUDGET 

2006 

(R) 

VARIANCE 

ACTUAL/ 

BUDGET 

% 

Income 

186 407 266 

187 129 450 

(0.39) 

Expenditure 

171 450 548 

185 373 348 

7.51 

Surplus (Deficit) 

14 956 718 

1 756 102 

751.70 

Surplus (deficit) as % of total income 

8.02 

0.94 

7.08 
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CHIEF FINANCIAL OFFICER’S REPORT (Continued) 


Trading Services 

The following is a summary of the operating results of Council’s trading services: 



ACTUAL 

BUDGET 

VARIANCE 


2006 

2006 

ACTUAL/ 




BUDGET 


(R) 

(R) 

% 

Income 

120 854 009 

134 047 500 

(9.84) 

Expenditure 

114 552 627 

120 869 694 

5.23 

Surplus (deficit) 

6 301 382 

13 177 806 

(52.18) 

Surplus (deficit) as % of total income 

5.21 

9.83 

(4.62) 


ELECTRICITY SERVICES 



ACTUAL 

BUDGET 

VARIANCE 


2006 

2006 

ACTUAL/ 




BUDGET 


(R) 

(R) 

% 

Income 

61 558 323 

48 281 439 

27.50 

Expenditure 

91 oil 987 

62 967 154 

(44.54) 

Surplus (deficit) 

(29 453 664) 

(14 685 715) 

(100.56) 

Surplus (deficit) as % of total income 

(47.85) 

(30.42) 

(17.43) 


WATER SERVICE 
Ring Fenced Account 



ACTUAL 

BUDGET 

VARIANCE 


2006 

2006 

ACTUAL/ 




BUDGET 


(R) 

(R) 

% 

Income 

840 164 

1 769 972 

(52.53) 

Expenditure 

2 204 879 

1 949 164 

(13.12) 

Surplus (deficit) 

(1 364 715) 

(179 192) 

(661.59) 

Surplus (deficit) as % of total income 

(162.43) 

(10.12) 

(152.31) 
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CHIEF FINANCIAL OFFICER’S REPORT (Continued) 


CAPITAL EXPENDITURE AND FINANCING 


The expenditure on fixed assets during the year amounted to R 113 493 208 and is depicted in the tabled beiow: 



ACTUAL 

ACTUAL 


2006 

2005 


(R) 

(R) 

Buildings 

11 808 607 

6 143 127 

Roads and storm water drainage 

18 903 185 

3 739 601 

Other infrastructure 

76 422 409 

46 058 810 

Other fixed assets 

6 359 007 

11 271 369 

ASSETS CAPITALISED 

113 493 208 

67 212 907 


The purchase of fixed assets was financed as shown in the tabie below: 



ACTUAL 

2006 

(R) 

BUDGET 

2006 

(R) 

ACTUAL 

2005 

(R) 

External Loans 

- 

- 

- 

Capital Replacement 

1 016 533 

5 000 000 

14 277 224 

Reserve 

Operating Income 

3 458 339 

2 270 354 

1 592 564 

Grants and Subsidies: 

- 

- 

- 

- Unconditional 

109 018 336 

87 641 425 

51 343 119 

- Conditional 

Public Contributions 

- 

- 

- 

TOTAL 

113 493 208 

94 911 779 

67 212 907 


EXPRESSION OF APPRECIATION 

My sincere appreciation to Her Worship the Mayor, the Speaker, Members of the Mayoral Committee, Councillors, the Municipal 
Manager and Departmental Heads, for the support given to me and my staff as well as the local representatives of the Auditor-General 
and the auditors appointed by him. 


CHIEF FINANCIAL OFFICER 
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ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2006 

1. BASIS OF PRESENTATION 

The annual financial statements have been prepared on an accrual basis of accounting and are in accordance with historicai cost 
convention, except for the revaluation of land and buildings, which are carried at fair value. 

[First - Time implementation of GAMAP/GRAP] 

In accordance with section 122(3) of the Municipal Finance Management Act (Act No. 56 of 2003), the Municipality has adopted 
Standards of GAMAP and GRAP issued by the Accounting Standards Board during the financial year, except for compliance with 
GAMAP 12 and GAMAP 17. 

Reserves have not been unbundled in accordance with GAMAP 17, which requires the unbundling of fixed assets to take into 
consideration depreciation, loans and other capital charges. 

The process to convert the financial statement of commenced in December 2006 while the MFMA Circular 11 required that the process 
to commence between 2004/2005 for full compliance with the MFMA Act by the 30 June 2006. It is anticipated that full compliance will 
be achieved in 2007/2008 financial year. 

The principal accounting policies adopted in the preparation of these annual financial statements are set out below. Assets, liabilities, 
revenues and expenses have not been offset except when offsetting is required or permitted by a Standard of GAMAP or GRAP. 

2. BASIS OF PRESENTATION 

The financial statements have been prepared on an accrual basis of accounting and are in accordance with the historical cost 
convention unless otherwise stated. 

3. PRESENTATION CURRENCY 

These financial statements are presented in South African Rand. 

4. GOING CONCERN ASSUMPTIONS 

The annual financial statements have been prepared on a going concern basis. 

5. PROPERTY, PLANT AND EQUIPMENT 

at historical cost, or 

at valuation (based on the market price at the date of acquisition), where assets have been acquired by grant or donation, while 
they are in existence and fit for use, except in the case of bulk assets which are written off at the end of their estimated life as 
determined by the Chief Financial Officer. 

Depreciation 

The balance shown against the heading “Loans Redeemed and Other Capital Receipts” in the notes to the balance sheet is tantamount 
to a provision for depreciation, however, certain structural differences do exists. By way of the “Provision” assets are written down over 
their estimated useful life. Apart from advances from the various council funds, assets may also be acquired through: 

Appropriations from income, where the full cost of the assets forms an immediate and direct charge against the operation 
income, and therefore it is unnecessary to make any further provision for depreciation. 

Grants or donation, where the amount representing the value of such grant or donation is immediately credited to the “Loans 
Redeemed and other Capital Receipts” account. 
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ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2006 (Continued) 

6. HERITAGE ASSETS 

Heritage assets are defined as cultural significant resources and are not depreciated as they are regarded as having an infinite iife. 

7. LAND 

Land is not depreciated for the same reasons as the Heritage Assets above. 

7.1 REVALUATiON OF LAND AND BUILDINGS 

Land and buildings are stated at revalued amounts, being tbe fair value at tbe date of revaluation less subsequent accumulated 
depreciation in respect of buildings. 


8. INVENTORY 

Consumables stores, raw materials, work-in-progress and finished goods are valued at cost. 

9. RETIREMENT BENEFITS 

The Municipality provides retirement benefits for its employee and councillors. Tbe contributions to tbe fund obligations for payment of 
tbe retirement benefits are charged against tbe income in tbe year they become payable. Tbe fund actuary performs tbe actuarial 
valuation of tbe fund at least after every three years. Where a fund has a deficit, it is funded by means of lump sum payment or 
increased future contributions on a proportional basis to all fund members. 

10. REVENUE RECOGNITION 

Assessment rates income is recognised once a rates assessment has been issued to tbe ratepayers. Adjustment or interim rates are 
recognised once the Municipal Valuator has valued the change to properties. Rates collected on unpaid rates are recognised once the 
due date for payment has lapsed. Rates penalties charges are recognised after each payment interval has lapsed. 

Revenue from the sale of goods is recognised when the risk is passed to the consumer. 

Revenue arising from the application of the approved tariff of charges is generally recognised when the relevant service has been 
rendered. 

Interest on rentals is recognised on a time proportion basis that takes into account the effective yields services on assets. 

Revenue from sale of water and electricity is recognised when either a meter reading has been performed or an estimate of 
consumption is raised on a provisional basis. 

Revenue from fines is recognised when payment is received, and the revenue from the issuing summonses is recognised when 
collected. 

Amounts received from government and donors that are considered to be of revenue in nature are recognised on receipts. Amounts 
received from government and donors for purposes of acquiring of property, plant and equipment are classified as capital receipts and 
credited directly to non-distributable reserves. These amounts are realised to the income statement over the life of the property, plant 
and equipment acquired. 

11. INVESTMENT 

The municipality has an approved investment policy and assets are stated at cost, less any write-offs. 
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ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2006 (Continued) 


12. ACCOUNTS RECEIVABLE 

Accounts receivable are carried at anticipated realisable value. An estimate is made for doubtful receivables based on a review of all 
outstanding amounts at year-end. Bad debts are written off during the year in which they are identified. Amounts that are receivable 
within 12 months from the reporting date are classified as current. 


13. CONDITIONAL GRANTS AND RECEIPTS 

Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that the Municipality has 
complied with any of the criteria, conditions or obligations embodied in the agreement. To the extent that the criteria, conditions or 
obligations have not been met a liability is recognised. 


14. TRADE CREDITORS 

Trade creditors are stated at their nominal value. 


15. PROVISIONS 

Provisions are recognised when the Municipality has a present or constructive obligation as a result of past events, it is probable that an 
outflow of resources embodying economic benefits will be required to settle the obligation and a reliable estimate of the provision can be 
made. Provisions are reviewed at reporting sheet date and adjusted to reflect the current best estimate. Non-current provisions are 
discounted to the present value using a discount rate based on the average cost of borrowing to the Municipality. 

16. CASH AND CASH EQUIVALENTS 

Cash includes cash on hand and cash with banks. Cash equivalents are short-term highly liquid investments that are held with 
registered banking institutions with maturities of three months or less and are subject to an insignificant risk of change in value. 

For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, deposits held on call with banks, net of 
bank overdrafts. 

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank overdrafts are expensed as incurred. 


17. UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in terms of the conditions of an allocation 
received from another sphere of government, municipality or organ of state and expenditure in the form of a grant that is not permitted in 
terms of the Municipal Finance Management Act (Act No. 56 of 2003). Unauthorised expenditure is accounted for as an expense in the 
Statement of Financial Performance and where recovered, it is subsequently accounted for as revenue in the Statement of Financial 
Performance. 

18. IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No. 56 of 2003), the Municipal 
Systems Act (Act No. 32 of 2000), the Public Office Bearers Act (Act No. 20 of 1998) or is in contravention of the Municipality’s supply 
chain management policy. Irregular expenditure excludes unauthorised expenditure. Irregular expenditure is accounted for as 
expenditure in the Statement of Financial Performance and where recovered, it is subsequently accounted for as revenue in the 
Statement of Financial Performance. 
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ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2006 (Continued) 


19. FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been avoided had reasonable care been 
exercised. Fruitless and wasteful expenditure is accounted for as expenditure in the Statement of Financial Performance and where 
recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance. 

20. FOREIGN CURRENCIES 

Transactions in foreign currencies are initially recorded at the prevailing exchange rate on the dates of the transactions. Monetary 
assets and liabilities denominated in such foreign currencies are retranslated at the rates prevailing at the reporting date. Exchange 
differences are included in the Statement of Financial Performance. 

20. COMPARATIVE INFORMATION 

20.1 Current year comparatives: 

Budgeted amounts have been Included in the annual financial statements for the current financial year only. 

20.2 Prior year comparatives: 

When the presentation or classification of items in the annual financial statements is amended, prior period comparative amounts are 
reclassified. The nature and reason for the reclassification is disclosed. 
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STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2006 


NET ASSETS AND LIABILITIES 

Capital and reserves 

Township Development 
Capital replacement reserve 
Reserves 

Government grant reserve 
Loan redemption fund 
Bursary loan fund 
Land trust fund 
Accumulated Surplus/(Deficit) 

Non-current liabilities 

Long-term liabilities 


Current liabilities 

Short term liabilities 
Creditors 
Bank overdraft 
Consumer deposits 

Total Net Assets and Liabilities 

ASSETS 

Non-current assets 

Property, Plant and Equipment 
Long term Investments 
Long-term receivables 

Current assets 

Inventory 

Consumer debtors 
Other debtors 
Vat receivable 
Short-term receivables 
Call investment deposits 
Bank balances and cash 

Total Assets 


Note 


1 


2 

3 

4 

5 


6 

7 

8 


9 

10 
11 
12 

13 

14 

15 


2006 

R 



692,619,621 


218,484,655 

156 , 126,011 

50 , 834,842 

11 , 523,802 



2005 

R 

450,112 

26 , 390,819 

72 , 018,309 

( 207 , 095 ) 

2 , 811,799 

13 , 529,710 

234,528 

1 , 148,918 

( 115 , 476 , 876 ) 

57,154,748 

57 , 154,748 


481,485,296 

259 , 456,552 
202 , 236,193 
12 , 121,034 
7 , 671,517 

539,090,156 


216,259,409 

156 , 810,793 

47 , 489,941 

11 , 958,675 

322,830,747 

4 , 206,787 

110 , 861,873 

155 , 922,125 

3 , 045,777 

45 , 702,404 

3 , 091,781 

539,090,156 
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STATEMENT OF FINANCIAL PERFORMANCE 
FOR THE YEAR ENDED 30 JUNE 2006 



Note 

2006 

2005 



R 

R 

REVENUE 




Property rates 

16 

62, 599, 638 

61, 158 578 

Service charges 

17 

205,167,865 

189,715,200 

Rental of facilities and equipment 


1,005,575 

1,204,837 

Interest earned - external investments 


10,939,404 

4,016,648 

Fines 


1, 465,287 

1, 755, 093 

Licences and permits 


4, 071, 157 

4, 018, 894 

Government Grants 

18 

78,976,546 

59,900,876 

Other income 

19 

5,434,290 

5,650,234 

Total Revenue 


369, 659, 762 

327, 420, 360 

EXPENDITURE 




Employee related costs 

20 

120,946,731 

115,761,851 

Remuneration of councilors 

21 

8,850,792 

8,100,802 

Leave provision 


6,594,168 

- 

Collection costs 


51,108 

23,665 

Repairs and maintenance 


20,762,003 

16,212,071 

Interest paid 

22 

6,015,749 

6,929,656 

Bulk purchases 

23 

134,609,363 

113,529,395 

Contracted services 


44,115,979 

39,060,004 

General expenses 

24 

97,440,740 

99,709,777 

Less Expenses recovered 


(57,030,763) 

(68,124,205) 

Total Expenditure 


382,355,870 

331,203,016 

SURPLUS/(DEFICIT) 




SURPLUS/(DEFICIT) FOR THE YEAR 


(12,696,108) 

(3,782,656) 
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Statement of Changes in Net Assets at 30 June 2006 







Land 
























Capital 

Housino 

Grants 

Trust funds 




Bursarv 

Loans 

Endowment 

Accumulated 








Books 


To 








Replacement 

Development 

Fund 





Loan 

Redemption 

Fund 

Surplus/ 








Lost 

■mm 








Fund 

Reserve 

Account 




Capital 

Indigents 

Fund 

Fund 


/Deficit) 



R 

R 

R 

R 

R 




R 


R 

R 

R 

2005 






5,704 

208,507 

560,006 






Balance at 1 July 2004 

42,168,765 

47,163,823 

16,006 

2,754,366 

5,686,959 

234,528 

17,387,040 

8,604,052 

(91,595,999) 

33,193,757 

Contributions 




52,545,528 






97,151 



58,882,679 

Interest 


3,517,147 


7,414 

4,609 





1,630,884 



5,160,054 

Other Income 

257,713 

21,337,339 


21,996 

450,000 



(7,237,318) 


679,000 

4,509,123 


27,255,171 

Ordinary Expenses 

(16,035,659) 



(6,190,115) 

(4,992,650) 




(6,264,365) 

(13,113,175) 


(53,833,282) 

Appropriations for the year (Note 












(20,098,221) 

(20,098,221) 

Capital expenditure 




(46,327,390) 









(46,327,390) 

Restated accumulated deficit for 
the year (Note 26) 






5,704 

208,507 

(437,312) 




(3,782,656) 

(3,782,656) 

Balance at 30 June 2005 

26,390,819 

72,018,309 

16,006 

2,811,799 

1,148,918 

234,528 

13,529,710 

- 

(115,476,876) 

450,112 

2006 

Contributions 








10,500,000 


97,151 



10,597,151 

Interest 


3,124,918 



3,054 





1,679,066 



4,807,038 

Other income 

2,800,515 

10,245,705 


140,947,341 

117,900 

(5,704) 


(2,475) 

20,176 




154,131,637 

Ordinary Expenses 

(6,865,209) 

(206,174) 


(6,798,172) 







(13,877,734) 

Capital expenses 


(128,535) 


(107,368,659) 









(117,527,648) 

Appropriations for the year (Note 
25) 

Correction of error (Note 27 ) 












(30,380,880) 

(30,380,880) 

Prior year leave adjustment 












(4,583,739) 

(4,583,739) 

Accumulated (deficit) for the year 












(12,696108) 

(12,696,108) 

Balance at 30 June 2006 

22,326,125 

85,054,223 

16,006 

29,592,309 

1,269,872 

0 

208,507 

29,759 

254,704 

15,305,927 

- 

(163,137,603) 

(9,080,171) 


I 


9,080,171 
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CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2006 


2005 

R 

469,425,888 

(331,203,016) 

138,222,872 

4,016,648 

(6,489,408) 


135,750,112 


(70,586,266) 

(97,740) 

(129,933,848) 


(200,617,854) 


19,906,748 

1,764,908 

27,498,347 

49,170,003 


(15,697,739) 


6,668,486 

(9,029,253) 


CASH FLOW FROM OPERATING ACTIVITIES 

Cash receipts from ratepayers, government and other 

Cash paid to suppliers and employees 

Cash generated by operations 

Interest received 

Interest paid 

NET CASH FROM OPERATING ACTIVITIES 

CASH FLOWS FROM INVESTING ACTIVITIES 

Purchase of property, plant and equipment 
Increase in investment properties 
(lncrease)/decrease in non-current receivables 
Increase in non-current investments 
(lncrease)/decrease in working capital 

NET CASH FROM INVESTING ACTIVITIES 

CASH FLOWS FROM FINANCING ACTIVITIES 

New loans raised/(repaid) 

Increase in consumer deposits 
Decrease/(increase) in short-term loans 
Decrease in investment 

NET CASH FROM FINANCING ACTIVITIES 

NET DECREASE IN CASH AND CASH EQUIVALENTS 

Cash and cash equivalents at the beginning of the year 
Cash and cash equivalents at the end of the year 


Note 2006 

R 

491,835,871 

(375,761,702) 

28 116,074,169 

10,939,404 

(5,636,405) 


121,377,168 


(116,951,547) 

(580,650) 

(35,528,376) 


(153,060,431) 


30,484,115 

(279,188) 

22,923,828 

53,128,755 


21,445,492 


(9,029,253) 

12,416,239 
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Notes to the Annual Financial Statements 

2006 2005 

R R 

1. LONG-TERM LIABILITIES 


Development Bank of SA 

30,881,497 

34,154,748 

City Nominees (Stock) 

16,000,000 

23,000,000 

Sub-total 

46,881,497 

57,154,748 


SHORT - TERM LIABILITIES 

C.M.B Nominees 

5,000,000 

- 

Standard Bank Nominees (Stock) 

2,000,000 

- 

Development bank of SA 

3,377,285 

2,985,173 

Short-Term Loans (PIC) 

289,836,633 

256,471,379 

Total External Loans 

Refer to Appendix A for more detail on long-term liabilities 

300,213,918 

259,456,552 

CREDITORS 

Trade creditors 

18,535,732 

8,448,710 

Payments received in advance 

9,456,223 

3,817,283 

Retentions 

215,100 

158,754 

Other creditors 

301,239,017 

187,759,584 

Leave pay provision 

13,229,770 

2,051,862 

Total Creditors 

342,675,842 

202,236,193 

BANK OVERDRAFT 

ABSA - Brits - Account Number 4052683765 - (Overdrawn) 

(4,536,206) 

- 

ABSA - Brits - Account Number 640000376 


(12,121,034) 

Total 

(4,536,206) 

(12,121,034) 


5. CONSUMER DEPOSITS 

Electricity and Water 7,392,329 7,671,517 

Total Consumer Deposits 7,392,329 7,671,517 

Guarantees held in lieu of Electricity and Water Deposits 903,590 903,590 


6. PROPERTY, PLANT AND EQUIPMENT 

Fixed assets at the beginning of the year 
Capital expenditure and transfer during the year 
Sub total 

Less: Assets written off, transferred or disposed off during the 
year 

Total property, plant and equipment 

Less: Loans Redeemed and other Capital Receipts 

Net property, plant and equipment 

Notes to the Annual Financial Statements (Continued) 


689,940,587 

116,951,547 

624,532,438 

71,822,884 

806,892,134 


0 

(6,414,735) 

806,892,134 

689,940,587 

(650,766,123) 

(533,129,794) 

156,126,011 

156,810,793 
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7. LONG-TERM INVESTMENTS 


Listed 



Sanlam Stock 

22,522,937 

20,262,019 

Old Mutual Stock 

1,255,700 

846,800 

Fixed Deposits 

8,305,927 

7,366,060 

Policies 

10,382,004 

8,740,219 

Gilts 

8,368,274 

10,274,843 

Total Long-term investments 

50,834,842 

47,489,941 

Market value of listed investments and other long-term 
investments. 

Listed investments 

23,778,637 

24,108,819 

Other long-term investments 

27,056,205 

23,381,122 

Total Long-term investments 

50,834,842 

47,489,941 

Average rate of return 



Market valuation of listed investments 

6.085% 

6.432% 


Council adopted a prudent Investment Policy on the investment of surplus funds. 

Investment amounting to R35, 181, 640 has been pledged 

as security for external loan totalling R345, 523,703. 

8. LONG-TERM RECEIVABLES 

Capital in debit 

8,460,450 

8,692,161 

Capital in debit 

5,963,352 

6,312,291 


14,423,802 

15,004,452 

Less Short-term portion 

Old balance (80) 

(2,900,000) 

(1,301,659) 

Loans (50) 

- 

(1,744,118) 

Total short-term 

(2,900,000) 

(3,045,777) 

Non-current portion 

11,523,802 

11,958,675 

9. INVENTORY 

Consumable stock 

2,817,802 

3,443,378 

Nursery Stock 

681,717 

763,409 

Total 

3,499,519 

4,206,787 

10. CONSUMER DEBTORS 

Consumer debtors 

282,806,802 

241,359,442 

Less: Provision for bad debt 

(157,373,850) 

(130,497,569) 

Net balance 

125,432,952 

110,861,873 

11. OTHER DEBTORS 

Other debtors 

- 

3,665,338 

Sundry debtors 

289,805,716 

152,256,787 

Total 

289,805,716 

155,922,125 

Other debtors amounting to R3, 665, 338 was written off against provision for bad debts as this amount represented an opening balance with no listing 

available. Although the write-off has been made but no approval has been obtained. Due to the accounting system's short comings, consumer debtors 


cannot be disclosed as per GAMAP and GRAP requirements. 
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12. VAT RECEIVABLE 

VAT 

13. SHORT-TERM RECEIVABLES 

Old balance (80) 

Loans (50) 

Total short-term 

14. CALL INVESTMENT DEPOSITS 
Financial Instruments 

Banks 

P.I.C 

Total Cash Investments 


16,110,659 


2,900,000 

2,900,000 


1,301,659 

1,744,118 

3,045,777 


18,308,240 44,641,971 

1,125,435 1,060,433 

19,433,675 45,702,404 


15. BANK BALANCES AND CASH 

ABSA- Brits - Account Number 640000376 13,299,290 

ABSA- Brits - Account Number 3,313,501 2,773,948 

ABSA- Brits - Account Number 640179503 17,404 

ABSA - Brits - Account Number 4055073462 21,405 21,561 

ABSA - Brits - Account Number 4054697853 60,571 59,951 

ABSA - Brits - Account Number 4055308239 229,077 225, 124 

Petty Cash 11,197 11,197 

Total 16,952,445 3,091,781 

BANK STATEMENT BALANCES AT YEAR END 

ABSA -Brits -Account Number 640179503 17,404 17,878 

ABSA - Brits - Account Number 4055073462 21,406 21,561 

ABSA - Brits - Account Number 4052683765 34,382 961,808 

ABSA - Brits - Account Number 4054697853 60,571 59,951 

ABSA -Brits -Account Number 4055308239 229,078 225,124 

Total 362,841 1,286,322 

16. PROPERTY RATES 

Category and actual income per category cannot be obtained by means of a 

report. 62,599,638 61,158,578 


No valuation on land was preformed. The last general valuation for the former Brits TLC came into effect on 1 July 2000. The basic rate for 
2005/2006 was 24.02c per rand on land only. The last general valuation for the former Hartebeespoort TLC came into effect on 1 July 2001 
and the basic rate for 2005/2006 was 4,896c per rand on land only. The last general valuation for the former Mooinooi is unknown. The basic rate 
for 2005/2006 was 8,316c per rand on land only. 

17. SERVICES CHARGES 


Sale of water 

52,102,328 

40,231,521 

Sale of electricity 

117,186,205 

115,326,478 

Sewerage 

18,454,131 

20,217,194 

Sanitation 

16,585,037 

12,927,995 

Regional dumping site 

840,164 

1,012.012 

Total 

205,167,865 

189,715,200 

Government Grants 



Equitable share 

76,128,546 

58,786,307 

Provincial health subsidies 

2,848,000 

1,114,569 

Total 

78,976,546 

59,900,876 
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19. OTHER INCOME 


Other income comprises mainly of the following : 


Builuding plans approval 

1,449,172 

1,504,928 

Resorts : Entrance fees 

743,876 

854,943 

Resorts : Rent log cabins 

919,591 

806,231 

Other 

2,321,651 

3,166,102 

Total 

5,434,290 

5,650,234 

20. EMPLOYEE RELATED COSTS 



Employee related costs: Salaries and Wages 

76,469,800 

73,156,806 

Employee related costs: Contribution for UIF, pension and medical aid 

23,786,492 

21,653,506 

Travel, motor car, accommodation, subsistence and other allowance 

9,836,992 

9,020,954 

Housing benefits and allowances 

1,067,413 

1450,627 

Overtime payments 

9,204,840 

10,479,958 

Performance bonus 

581,194 

- 

Total 

120,946,731 

115,761,851 

20.1 Municipal Manager 



Annual Remuneration 

578,165 

527,513 

Car allowance 

Contributions: Pension, Medical Aid, UIF and Provident 

141,252 

130,116 

Funds 

71,707 

66,714 

Totals 

791,124 

724,343 

20.2 Chief Financial Officer 

370,236 

338,919 

Car allowance 

Contributions: Pension, Medical Aid, UIF and Provident 

157,708 

144,573 

Funds 

74,031 

69,304 

Totals 

601,975 

552,796 

20.3 Other Section 57 Managers 



Annual remuneration 

1,776,425 

1,629,883 

Car allowance 

Contributions: Pension, Medical Aid, UIF and Provident 

772,246 

692,687 

Funds 

385,185 

346,351 

Total 

2,933,856 

2,668,921 

21. REMUNIRATION OF COUNCILLORS 



Mayor’s allowance 

274,457 

220,576 

Speakers’ allowance 

222,414 

176,641 

Councilors’ allowance 

2,779,544 

2,374,471 

Mayoral committee allowances 

1,777,894 

1,654,331 

Councilors’ pension contribution 

785,934 

531,833 

Councilors’ medical aid contribution 

300,402 

324,674 

Councilors’ use of personal facilities allowances 

105,102 

141,143 

Councilors’ cellphone allowances 

678,458 

1,096,913 

Councilors’ traveling allowances 

1,610,567 

1,106,043 

Councilors’ housing allowances 

316,020 

474,177 

Total 

8,850,792 

8,100,802 


22. INTEREST PAID 

Interest paid 


6,015,749 


6,929,656 
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23. BULK PURCHASES 


24. 


25. 


26. 


27. 


Electricity 89,209,462 93,442,002 

Water 45,299,901 20,087,393 


GENERAL EXPENSES 

Other expenses comprises mainly of the following: 

134,609,363 

113,529,395 

Printing and stationery 

1,292,871 

1,328,704 

Rental of machinery and equipment 

5,510,459 

4,625,513 

Office rental 

- 

6,024,804 

Medical aid member contribution 

1,221,420 

1,292,434 

Audit fees 

1,029,828 

592,448 

Software licences fees 

1,598,098 

364,906 

Legal and professional fees 

5,495,036 

2,734,103 

Security project cameras 

1,794,264 

- 

Internal charge: Human resources 

2,771,761 

2,489,608 

Internal charge: Stores 

1,120,638 

1,659,210 

Council expenses 

15,080,503 

17,611,421 

Corporate administration 

7,044,167 

5,906,067 

Internal charge: Security 

3,852,139 

5,114,613 

Internal charge: Municipal Manager 

2,658,423 

3,883,448 

Loan redemption 

7,059,331 

8,964,362 

Assistance to indigents 

10,500,000 

6,240,000 

Security services 

3,316,388 

3,805,287 

Telephone and calls 

1,677,182 

1,673,644 

Insurance 

1,429,258 

1,487,795 

Transport: Fuel and oil 

4,080,900 

3,078,911 

Other 

18,909,074 

20,832,499 

Total 

97,440,740 

99,709,777 

APPROPRIATIONS FOR THE YEAR 

Difference between interest capitalised on investments vs loans 

29,879,691 

25,558,375 

Increase in debtors (Water supplied by Sandspruit water) 

(25,218,432) 

(96,145,040) 

Increase in provision for bad debts 

30,541,620 

100,202,938 

Decrease in nursery stock 

81,693 

72,829 

Sundry adjustments 

900,975 

1,308,265 

VAT refund 

(5,804,667) 

- 

Decrease in trade creditors 

- 

(10,899,046) 

Total 

30,380,880 

20,098,321 

RESTATED ACCUMULATED DEFICIT FOR THE YEAR 

Accumulated deficit for the year as previously recorded 

- 

(5,375,220) 

Add: Items of property, plant and equipment incorrectly expensed 

- 

1,592,564 

Restated Accumulated deficit for the year 

- 

(3,782,656) 

CORRECTiON OF ERROR 

During the year ended 30 June 2005, leave pay provision was understated. 

The comparative amount has been restated as follows: 


Correction of understated leave pay provision 

- 

4,583,739 

Net effect on surplus (deficit) for the year 

- 

4,583,739 
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28. CASH GENERATED BY OPERATIONS 


Surplus for the year 

(12,696,108) 

(3,782,656) 

Adjustment for: 

Prior year adjustment 

(30,380,880) 

(20,098,221) 

Current depreciation charge 

- 

- 

Contribution leave provisions 

6,594,168 

- 

Contribution to provisions - current 

Contribution to bad debt provision 

30,541,620 

100,202,938 

Statutory funds 

97,151 

97,151 

Reserves 

10,500,000 

6,240,000 

Interest received 

(10,939,404) 

(4,016,648) 

Interest paid 

To internal funds 

379,337 

440,248 

On external loans 

5,636,405 

6,489,408 

Redemption 

Of external advances 

5,785,602 

4,640,746 

Of internal loans 

2,881,139 

4,323,616 

Assets ex grants- (Grants outstanding at year end transferred to debtors 

84,948,886 

58,970,344 

Non operating income 

Statutory funds 

13,184,295 

32,376,345 

Trust funds 

140,947,340 

52,574,938 

Non operating expenditure charged against: 

Statutory funds 

(7,199,918) 

(40,396,379) 

Reserves 

(10,038,633) 

(7,237,318) 

Trusts funds 

(114,166,831) 

(52,517,505) 

Provisions 


(84,135) 

Cash generated by operations 

116,074,169 

138,222,872 


28.1 CASH AND CASH EQUIVALENTS 


Cash and cash equivalents included in the cash flow statement comprise the following 
statement of amounts indicating financial position: 

16,952,445 (12,121,034) 

(4,536,206) 3,091,781 

12.416,239 (9,029,253) 


Bank balances and cash 
Bank overdraft 

Total cash and cash equivalents 
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29. RETIREMENT BENEFITS 

Councillors are members of the Municipal Councillors Pension Fund and are personal members of one of the following funds: (i) Joint 
Municipal Pension Fund, (ii) Municipal Workers Pension Fund, or (iii) Municipal Gratuity Fund. The last actuarial valuation of the pension 
funds was done on 30 June 2004. No serious deficiency was disclosed by this valuation. 


UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL 

30. EXPENDITURE 


30.1 Fruitless and wasteful expenditure 

Reconciliation of fruitless and wasteful expenditure 
Opening balance 

Fruitless and wasteful expenditure current year 
Condoned or written off by Council 
To be recovered - contingent asset (See note 34) 
Fruitless and wasteful expenditure awaiting condonement 



30.2 Irregular expenditure 


Reconciliation of irregular expenditure 
Opening balance 

Fruitless and wasteful expenditure current year 
Condoned or written off by Council 
To be recovered - contingent asset (See note 34) 
Irregular expenditure awaiting condonement 


7,655,839 

(7,655,839) 


31. COUNCILORS’ ARREARS CONSUMER ACCOUNTS 

Due to system's shortcomings, the Council is unable to provide information in relation to Councillors’ Arrears Consumer Accounts for the 
current financial year. 

32. ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT 

32.1 Audit fees 

Opening balance 


Current year audit fee 

1,029,828 

592,448 

Amount paid - current year 

(1,029,828) 

(592,448) 

Amount paid - previous years 

- 

- 

Balance unpaid (included in creditors) 

- 

- 

The balance unpaid represents the audit fee for an interim audit conducted during May and June 

2006 and is payable by 31 July 2006. 



32.2 PAYE and UIF 



Opening balance 

- 

- 

Current year payroll deductions 

15,240,311 

14,981,989 

Amount paid - current year 

(15,240,311) 

(14,981,989) 

Amount paid - previous years 

- 

- 

Balance unpaid (included in creditors) 

- 

- 
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33. CONTINGENT LIABILITY 


33.1 Claim for damages 4,000,000 

The Council is being sued by Safaris & Federal Mercantile for R4, 000, 000 for 

improvements made to Oberon Holiday Resort, as a result of termination of the 
lease. 

33.2 Dismissal disputes 

Two employees have taken the Council to the Labour Court and CCMA over 
unfair dismissal. The Council is unable to predict the outcome of these cases 

34. CONTIGENT ASSETS 

The Council has instituted a civil claim against former employee for a loss of R223, 218 on work which did not benefit the 
council. The Council has also instituted a civil claim against service providers with regard to loss of R5, 573, 035, former 
employees for misappropriation of Council’s money (Rl, 216, 661) and theft of water restrictors to the value of R866,143. 
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1 APPENDIX A 1 

1 SCHEDULE OF EXTERNAL LOANS AS AT 30 JUNE 2006 | 






EXTERNAL LOANS 

Loan 

Redeemable 

Balance at 

Received 

Redeemed 

Balance at 


Number 


30/06/05 

during the 

written off 

30/06/06 





period 

during the 







Period 


LONG-TERM LOANS 



R 

R 

R 

R 

IStock Loan @ 11.50% 

E21 

2006 

2,500,000 

Nil 

Nil 

2,500,000 

Stock Loan @ 12.75% 

E23 

2006 

2,500,000 

Nil 

Nil 

2,500,000 

Stock Loan @ 12.00% 

30 

2006 

2,000,000 

Nil 

Nil 

2,000,000 

Stock Loan @ 12.00% 

32 

2011 

16,000,000 

Nil 

Nil 

16,000,000 

Development bank of South Africa 



35,201,299 

Ni 

2,514,229 

32,687,070 

Development Bank of South Africa 



1,938,622 

Nil 

366,910 

1,571,712 

(former Local Authority Loan Fund) 







Venture Capital (PIC) 



256,471,379 

33,365,254 

Nil 

289,836,633 

TOTAL EXTERNAL LOANS 



316,611,300 

33,365,254 

2,881,139 

347,095,415 
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APPENDIX B 

SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 

30 JUNE 2006 


2005 

2005 

2005 


2006 

2006 

2006 

Actual 

Actual 

Surplus/ 


Actual 

Actual 

Surplus/ 

Income 

Expenditure 

(Deficit) 


Income 

Expenditure 

(Deficit) 

R 

R 

R 


R 

R 

R 

- 

- 

- 

Executive & Council 

- 

1,435,635 

1,435,635 

51,561,867 

- 

51,561,867 

Finance & Admin 

72,696,916 

6.723,845 

65,973,021 

85,228 

1,946,951 

(1,861,723) 

Planning & Development 

135,355 

2,111,639 

(1,976,284) 

64.808 

2,439,159 

(2,374,351) 

Health 

331,447 

2,031,327 

(1,699,880) 

65,726,911 

75,219,753 

(9,492,842) 

Community & Social Services 

66,560,000 

75,234,846 

(8,674,846) 


1,142,729 

(1,142,729) 

Housing 

- 

2,039,821 

2,039,821 

2,343,431 

16,717,969 

(14,374,538) 

Public Safety 

1,178,582 

22,194,845 

(21,016,263) 

290,475 

16,370,858 

(16,080,383) 

Sport & Recreation 

122,702 

18,453,024 

(18,330,322) 

28,957,723 

20,560,864 

8,396,859 

Environmental Protection 

27,422,420 

24,227,434 

3,194,986 

14,638,372 

16,171,471 

(1,533,099) 

Waste Management 

18,800,008 

17,905,289 

894,719 

45,592,829 

65,191,428 

(19,598,599) 

Water 

61,558,323 

90,735,818 

(29,177,495) 

118,158,716 

115,441,834 

2,716,882 

Electricity 

120,854,009 

112,668,128 

8,185,881 




Leave provision 


6,594,169 

(6,594,169) 

327,420,360 

331,203,016 

(3,782,656) 

Total 

369,659,762 

382,355,870 

(12,696,108) 
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APPENDIX C 

ACTUAL VERSUS BUDGET (REVENUE AND EXPENDITURE) FOR THE YEAR ENDED 30 JUNE 2006 


REVENUE 

2006 

Actual (R) 

2006 

Budget fRf 

2006 

Variance fRf 

2006 

Variance (%) 

Explanation of Sianificant Variances 

greater than 10% versus Budget 

Property rates 

62,599,638 

58,837,348 

3,762,280 

6 

(Explanations to be recorded) 

Property rates - penalties imposed and collection charges 

- 

- 

- 

- 


Service charges 

205,167,865 

211,595,289 

-6,487,506 

-3 


Regional Services Levies - turnover 

- 

- 

- 

- 


Regional Services Levies - remuneration 

- 

- 

- 

- 


Rental of facilities and eguipment 

1,005,575 

1,747,053 

-741,478 

-42 


Interest earned - external investments 

175,022 

360,000 

-184,978 

-51 


Interest earned - outstanding debtors 

10,764,383 

9,105,629 

1,658,754 

18 


Dividends received 

- 

- 




Fines 

1,465,287 

1,628,270 

-162,983 

-10 


Licences and permits 

4,071,156 

5,107,000 

-1,035,844 

-20 


Income for agency services 

- 

- 

- 

- 


Government grants and subsidies 

78,976,546 

77,770,000 

-1,206,456 

-2 


Other income 

5,434,290 

5,077,772 

356,518 

7 


Public contributions, donated/contributed PPE 

- 

- 

- 

- 








Total Revenue 

369,659,762 

371,228,361 

-1,568,599 

0 


EXPENDITURE 






Executive & Council 

17,437,259 

17,540,058 

-102,799 

-1 


Finance & Admin 

96,719,818 

104,839,391 

-8,119,573 

-8 


Planning & Development 

5,349,543 

8,262,117 

-2,912,574 

-35 


Health 

6,904,774 

7,260,069 

-355,295 

-5 


Community & Social Services 

1,055,835 

1,537,925 

-482,090 

-31 


Housing 

12,563,425 

13,210,813 

-647,388 

-5 


Public Safety 

7,439,671 

7,565,396 

-125,725 

-2 


Sport & Recreation 

23,736,214 

25,718,092 

-1,981,878 

-8 


Enyironmental Protection 

7,468,722 

7,147,204 

321,518 

4 


Waste Management 

38,274,947 

45,975,048 

-7,700,101 

-17 


Road Transport 

26,604,231 

31,345,597 

-4,741,366 

-15 


Water 

90,735,819 

62,968,154 

27,767,665 

44 


Electricity 

85,626,505 

94,111,645 

-8,485,140 

-9 


Other 

19,469,870 

15,006,760 

4,463,110 

30 


Inter-departmental charges 

-57,030,763 

-71,328,909 

14,298,146 

-20 


Total Expenditure 

382,355,870 

371,159,360 

11,196,570 

3 


NET SURPLUS/(DEFICIT) FOR THE YEAR 

■12,696,108 

69,001 

12,765,109 

18500 
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